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Chairman Franz and members of the committee, thank you for the opportunity to be here
today.

My name is Kent Rabish. | am the president of Grand Traverse Distillery and Vice President of
the Michigan Craft Distillers Association, a statewide trade organization advancing and
promoting our state’s growing small batch spirit industry.

Grand Traverse Distillery began in 2006 and is Michigan’s first grain distillery. We distill
whiskey, vodka, gin and rum. 100% of our rye, wheat and corn is grown on the Send Brothers
Farms in Grand Traverse County. We use 1,200 pounds of grain per day, 6 days per week. We
are closing in on 4 million pounds of Michigan grown grain used to distill our spirits.

The craft distilling industry is where craft beer was 20 years ago. GTD was the 30 craft
distillery to receive a TTB license in 2006 and now there are close to 1,500 distilleries across the
country, about 30 are in Michigan. The craft movement is growing in Michigan because of the
diversity of agriculture grown here and distillers can take advantage of this. Agritourism also
brings many to our state, we see them in our distillery daily.

| would like to thank Senator Proos for sponsoring the bill. For a company like GTD this bill
would make a substantial difference.

For example, our True North Vodka sells for $29.99 through the Michigan Liquor Control
Commission. For every bottle that sells, GTD receives $15.97 from the MLCC. From this we pay
the Federal TTB $2.14 per bottle in taxes on the alcohol. With a retail price of $29.99 our
starting point is $13.83 per bottle. THE TOTAL STATE MARKUP ON THIS IS 65%. We then pay a
commission to our distributor. If we can reduce the large mark up to 20 percent through the
MLCC the higher return on our work will go into expansion for our distillery. At our company,
for example, we are looking to invest in a 2™ still, new cooling systems and a 3™ building to
store our growing supply of whiskey barrels (ages for 4 years}). The reduction in the state
markup paid on the spirits will go back into the industry and the economy as we grow our
business and add employees. Indeed, examples like this would be commen for Michigan
distilleries everywhere and would have a significant impact throughout our state as our
industry expands.

And logistically it should be very straight forward to administer the revised markup because of
the various forms and reports distillers already submit to state and federal governments, We
report all our distilling to the TTB (Tax and Trade Bureau) in proof gallons. It is simple to verify
how many gallons a distiller sells because we would just send copies of our federal reports to
the MLCC and show our processing reports (line 33 column B). We do this report once a month
50 12 reports would be added up and sent to the MLCC to verify the more competitive markup.
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Providing markup relief to distillers helps grow our industry, just as we have already seen for
Michigan craft brewers and our state’s wineries. We are truly an opportunity industry with
more and more distillers opening across our state every year. And as we embrace common
sense legislation like this to help remove barriers of entry for start-up businesses, the state
realizes a great many economic benefits ranging from agriculture to tourism to revitalization of
entire city blocks.

On behalf of the Michigan Association of Craft Distillers, we hope you can help make Michigan
more competitive with our neighboring states, and encourage you to support this legislation.

Thank you for your time and consideration.

Kent Rabish

Owner and President

Grand Traverse Distillery

781 Industrial Circle Drive, Suite 5

Traverse City, M| 49686

231-947-8635 x1010 Office
www.grandtraversedistillery.com
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